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Production Costs.
There were several reasons why British costs at this time were
relatively high. The average cost of iron ore charged to the furnaces
was higher than on the Continent and little use was made of the
cheap native ores. Coal prices rose more than steel prices and
whilst they also rose abroad, greater attention was given on the
Continent to fuel economy.
In 1920 most firms were overcapitalized and capital charges were
high. The return to the gold standard in 1925, with its forcing
down of the general price level, further augmented the load of
interest on loans and debentures. Social service charges were also
high, though this also applied on the Continent, and on the other
hand British firms benefited from the Derating Act.
British wages continued to be higher than those paid in Germany,
and much higher than in France and Belgium. The disparity had
not increased compared with 1913, but British real wages were
lower after the war. Hours of labour were reduced, but they were
also lower on the Continent, although the eight-hour day was a
disadvantage due to the higher wage level in Britain.
Plant in Britain was only partially employed, the following
indicating the ratio of production to capacity in 1925:
Pig Iron                              Steel
per cent.                          per cent.
Britain                                44-5                            58
Germany                           59*5                            84
France                               68                                78
Belgium-Luxembourg       75                                78
U.S.A.                               79                               82
The fundamental fault with the British industry was its relatively
low gross productivity per man which, coupled with the high
capital and social charges and higher wages than on the Continent,
prevented adequate allowance for reconstruction and modernization.
Europe was more favourably situated for plant modernization and
in America millions of dollars were spent during the decade on the
improvement of steel plants.
Dividend-Earning Capacity.
In this decade, profits in the British iron and steel industry were
non-existent, except in specialities and highly finished products (see
Appendix). Firms representing 40 per cent of the industry paid no
ordinary dividend from 1921 to 1929, the position being much worse